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CONFIDENTIAL TEHRAN 5447 

E.O. 11652: GDS 
TAGS: EFIN, IR 

SUB J : RIAL REVALUATION APPARENTLY POSTPONED 
REF: A. TEHRAN 4573 B. TEHRAN 3980 (NOTAL) 

1. SEEMS CLEAR THAT AT LEAST FOR TIME BEING GOI HAS DECIDED NOT TO 
REVALUE OR FLOAT RIAL (REF A). NUMBER OF USUALLY KNOWLEDGEABLE 
BANKING SOURCES HAVE TOLD EMBOFFS IN RECENT WEEKS THAT RIAL REVAL- 
UATION HAS BEEN RELEGATED TO BACK BURNER. IN JULY 2 CONVERSATION 
WITH EMBOFF, CENTRAL BANK VICE GOVERNOR KOOROS CONFIRMED THAT RE- 
VALUATION DECISION POSTPONED AND EXPRESSED PERSONAL HOPE THAT IT 
WOULD NOT BE RAISED AGAIN SOON UNLESS ECONOMIC CIRCUMSTANCES ARE 
ALTERED DRASTICALLY. KOOROS ALSO SAID THAT, CONTRARY TO EARLIER 
ECONOMIC POLICY THINKING (REF B), NOW SEEMS LIKELY THAT RETAIL 
PRICE SUBSIDIES OF BASIC FOOD COMMODITIES WILL BE CONTINUED AND, 

IF ANYTHING, INCREASED. STEPPED UP FOOD SUBSIDY PROGRAM, BY KEEPING 
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OF SAME ANTI-INFLATIONARY EFFECTS ON ECONOMY AS LOWER IMPORT 
PRICES FROM REVALUATION. 

2. COMMENT: WHILE EMBASSY DOES NOT KNOW DETAILS OF WHY DECISION 
APPARENTLY MADE NOT TO REVALUE IN IMMEDIATE FUTURE, SEEMS CLEAR 
THAT BANKERS AND ECONOMISTS, MOST OF WHOM OPPOSED REVALUATION AS 
MAKING LITTLE ECONOMIC SENSE, HAVE WON DAY FOR TIME BEING. WITH 
RIAL STRENGTH ASSURED BY OIL EXPORT EARNINGS PROSPECTS OVER NEXT 
SEVERAL YEARS AND ASSUMING CONTINUING GOI CONCERN OVER EFFECTS OF 
IMPORTED INFLATION, HOWEVER, POSSIBILITY OF REVALUATION LIKELY TO 
BE RECONSIDERED PERIODICALLY OVER COMING MONTHS. REMAINS TO BE 
SEEN WHETHER DECISION TO CONTINUE FOOD SUBSIDIES ALSO WILL BE 
ACCOMPANIED BY HIGHER INCENTIVE PRICES FOR THEIR PRODUCE TO 
IRANIAN FARMERS. 
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